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1 14.1 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY 

36.07: continued 

(3) Basic FEDERALLY- Mandated DisDrowrtionatc ShareADJUSTMENT 
(a)TheDivisiondeterminesafederally-mandatedMedicaiddisproportionateshare 
adjustment for all eligible hospitals, using Thethe data and mEthodology described below. 
Division uses thc following data SOURCES in its determination of the federally-mandated 
Medicaid disproportionateshareadjustment, unlessthespecifieddatasource is unavailable. 
If the specifieddata source is unavailable, then the Division determines anduses the best 
alternativedata SOURCE 

1. ThcDivision uses FREE care chargedata from the prior year filing of the  Division's 
uncompensntedcare reporting form.. 

-2.. 	 Tbc prior year RSC-403 report is used to determine Medicaid days, total DAYS 
Medicaid INPATIENTnet REVENUES totalinpatient charges. and t h e , s t a t c  and/or local cash 
subsidy. 

(b) The Division calds?ea threshold Medicaid inpatientUTILIZATIONrate to be used asa 
standmi far detuminiirg the eligibility ofacute cam hospitals for the fedERaLly-mandated 
disproportionateshare adjustment. TheDivision duuminwsuch thREshold as follows: 

1. First.calculate thestatewide weighted average Medicaid inpatient utilizationRATE 
This is detumined by dividiog the sum of Medicaid inpatient days for all acute care 
hospitals inthestateby thesum of total inpatient daysfor all acute care hospitals inthe 
State. 
2. Second, calculatethe statewide weightedstandard deviation for Medicaid inpatient 
UTILIZATIONstatistics. 
3. 	 Third, add thestatewideweighted standard deviationforMedicaidinpatient 
utilization to the statewide average Medicaid inpatient utilization rate. The sum ofthese 
two numbers isthe threshold Medicaid inpatient utilizationRATE 

4. The Division thencalculates eachhospital's Medicaid inpatient utilization rate by 
dividing each hospital's Medicaid inpatient days by its total inpatient days. If this 
hospital-specific MediCAId inpatient utilization rate equals or wcccdds the threshold 
Medicaid inpatientUTILIZATIONrate calculatedpursuant to 114.1 CMR36.07(3)@)3.. then 
the hospital is eligible for the federally-mandated Medicaid dkproponionate SHARE 
adjustment under tht Medicaid utilizationmethod. 

(c) The Divisionthencaldeach hospital's low-income utilization rateas follows: 
1. Fmt,c a l m ,theMedicaid and subsidyshare of gross revenues accordingto the 
following formula: 

. .  . .+ local GOVERNMENT cash s u m  
Total REVENUES+state local GOVERNMENT cash subsidies 

2. Second. calculate the free CARE paantage of total inpatientcharges by dividingthc 
inpatient sham of 6reta r e  charges lest'tbe portion ofstatemd local GOVERNMENTcash 
subsidies for inpatiat servicesby totalinpatientcharges... .3. mint comptethelow-'INCOMEUTILIZATIONrPteby.ddingtbeMediaidandaubsidy 
shareoftotalmen~cal~purmantto114.1CMR36.M(3Xc)l.tothcfkccsre 
percentageofTOTAL INPATIENTchargesalarlattdpursuant to 114.1CMR 36.07(3)(~)2.If 
the low-incomE UTILIZATION rate uccccds 25%.thehospital is eligible for the FEDERALLY 
MANDATED disproponionate share ADJUSTMENT under the low-incomeutilization RATE 
method 

(d) 7.The payment under thc federally-mandated disproportionate 
share adjustment requirementis calculatedBS follows: 

1. For each hospital deemed ELIGIBLE for the federally-mandatedMedicaiddispro­
ponionatc share adjustment undertheMedicaid utilizationmethod cstabliihcdin 114.1 
CMR 36.07(3). the Division divides tbc hospital's Medicaid inpatient utilization rate 
calculated pursuant to 114.1CMR 36.07(3)(b)4. by Lhc &hold Medicaid inpatient 
utilizationrate calculated pursuantto 114.1 CMR36.07(3)@)3. Thcratioresulting from 
such divisionis the federally-mandated Medicaid disproportionatesham ratio. 
2. For eachhospitaldeemedeligibleforthebasicfederallymandatedMedicaid 
disproportionatesham adjustment under the low-income utilizationrate method, but not 
found to be eligiblefor the federally-mandatedMedicaiddisproportionateshare 
adjustment under the Medicaid utilization method, the Division divides the hospital's 
low-income utilization rate by 25%. The d o  resulting from such division is he 
federally-mandated Medicaid disproportionateshare ratio. 
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I 14.1 CMR: DIVISION OF HEALTH CAKE FINANCE AND POLICY 

36.07:continued 

3. 	 The Division then determines, for the group of all eligible hospitals, the sum of 
federally-mandated Medicaid disproportionateSHARE ratioscalculated pursuant toI 14. I 
CMR 36.07(3)(d)l. and 114.1 CMR 36-.07(3)(d)2. 
4. The Division t h e n  calculates a minimum paymentby dividing theamount of funds 
allocated pursuant to 114.1 CMR 36.07(3)(e). by the sum of the federally-mandated 
Medicaid disproportionateshare ratioscalculated pursuant  to 114. I CMR 36.07(3)(d)3. 
5. TheDivisionthenmultiplies the minimum p a y m e n t  by the federally-mandated 
Medicaid disproportionateshare ratio cstablishcd for each hospital pursuant to 114.1 
CMR 36.07(3)(d)l. and 2. Theproduct of suchmultiplication is thepayment under the 

,federally-mandated disproportionate shareadjustmentrequirement. This payment 
ensures that each hospital's utilization ratetxoccdsone standard deviation above the 
MEANin accordance with42 U.S.C. 8 1396r-4. 

(e) Thc total amount of FUNDSallocated for PAYMENT to acute care hospitals under the 
federally-mandated Medicaiddisproportionateshareadjustment REQUIREMENTis$200.000per 
year. Thcse amounts aepaid bytheDivision of Medical Assistance, and distributed among 
the eligible hospitalsas detaminedpursuant to 114.1 CMR 36.07(3)(d)5. 

(4) BifprowrtionateShare ADJUSTMENTfor SafetyNet Providers. The Division determines a 
disproportionate share safety all ELIGIBLEhospitals, using the data andn e t  adjustment factor for 
methodology dcscribcdin 114.1 CMR 36.07(4). 

(a) Data Sources. The Division uscs free care charge data from the prior year's filing of 
. the Division's UC-9x report and total charges from theDHCFP-403. If the specified data 

source is unavzilable.rhtn the Division determinesand uses thebest alternative data source. 
(b) ELIGIBILITYofD m r t i m  Share- SAFETYNet Provider-. 
The disproportionate share adjustmentfor safety net providERS is a payment for hospitals 
which meet the following CRITERIA 

1. is a public hospitalor a public service hospitalasdefined in 114.1 CMR 36.02; 
2. has a volume of Medicaid andfree care charges in FY93.or for anynew hospital, in 
the BASEyear as determined bytheDivision ofHealth Care Finance and Policy whichis 
at least 15% of its total charges; 
3. is an essentialsafety  net providerin its service area,as demonstrated by delivery of 
services to populations withspccial needsincludingpusonswith A I D S ,  trauma victims, 
high-risk neonates, or indigentor uninsured patients; 
4. has completedan agreementwithor is thespecified beneficiary ofan agreement with 
the Division of MedicalAssistance for intergovanmentaltransfer of funds, as defined 
in federal regulations governingstate financial participation as a condition of federal 
reimbursement, to the Medicaid programfor the disproportionate share adjustment for 
safety net providers; 
5. is the subject of an appropriationrequiring an intErgovERNmEntal funds TRANSFER 
6. the public entity obligatedto make an intErgovERNmENTAL funds transfer does in fact 
meet its obligation in aaxdmcc with tbt AGREEMENT referrrrced at 114.1 CMR 
36.07(4)@)4.. 

(c) t t f o r m  Net PROVIDERS The Division 
calculates an adjustmentforhospitals which are eligible for the safety netprovider 
adjustment. pursuantto 114.1 CMR36.07(4)@). ThisADJUSTMENT shallbereasonably related 
to the costs. volume. or proportion of services provided to patients eligible for medical 
assistance under Title Mx.or to low-INCome patients.and equals the amount of funds 
specifiedin an AGREEMENT between the Division of Medical Assistance and rclevant 
governmental unit The disproportionateshare adjustment for safety net providers isnot in 
effect for any rateyear in which Faded Financial Participation(FFP) under Title XIX is 
unavailable for this payment. The amount payable is also subject to the amount of FFP 
which continues tobe available for this payment. 
(d) If a public entity hasnot met its obligationto make an intergovernmental funds transfer, 
theDivision of MedicalAssistanceshallhavetherightto recoup any safety net 
disproportionatesharepaymentamountwhich is conditioned on thereceipt bythe 
Commonwealth of said intergovernmental funds transfer. 
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1 14. I CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY 

36.07: continued 

(5 )  Uncornmnsated Care DisDrooortionatcShare AdJustment. Hospitalseligible for this 
adjustment arc those that report "free CARE costs," as definedby 114.6 CMR 11.00 and whoarc 
panicipatingin the free carepool administend by the Division pursuantto M.G.L. C. 1 18G. The 
payment amounts for eligible hospitalsarc determinedby the Division in accordance with its 
REGULATIONS at 114.6 CMR 11.00.Thcsc paymenu are made to eligibkhospitals io accordance 
with ivision's regulationsand the intERagency service AGREEMENT(ISA) bctwecn theDivision of 
M e d i d  Assistance and the Division of Health Can FIANANCE and Policy. Eligible hospitals 
receive these paymats on a PERIODIC basii duriog the term of their Medicaid contract with the 
Division. 

(6) - HosPitaLS eligiblefor 
thisq o w iNcomeINdividuals
WHOAREUNINSUREDORARECOVEREDONLYBYAWHOLLYSTATE-FINANCEDPROGRAMOFMEDICALASSISTANCE 
ofIbaDapMmaatofpUb~)h?alth@pH).in~withregulati~retforthat105CMR 

160.000.as~ttdinDPHsISAwiththeDivisionofMcdicalI\rsistance(DMA).Thepayment 
AMOUNTS forELIGIBLE hospitals pwicipating in thePublic Health Submum A h programarc 
detumined and paid by DPH in accordance with regulations at 114.3 CMR 46.00and DPH's 
ISA with DMA. 

m l . .T ­
nlvyUry Medlcal SCHOOL The Division will determine for 

FV98 and succeeding years a disptopMtionate share adjustment for the acute care teaching 
HOSPITALSthat have'an affiliation with university medical schools owned by the Commonwealth 
of Massachusetts. 

(a) -. Inorder to be eligibk for this adjustment,the followingconditionsmust be 
met 

1. the hospital must enter into an AGREEMENTwith thestateowned university medical 
s c h o o l  to pwchascMEDICAL education, clinical support,and CLINICALactivities from the 
mEdiCALschooL 
2 thehospital must havea common missionasestablishedby statelaw, withthe state 
owned university medical school. to TRAIN PHYSICIAN nurses, andalliedhealth 
professionals according tohighprofessionaland ethicalSTANDARDS and to provide quality 

care' healthservices; 
3. the hospital must havecompleted an AGREEMENTwith or is the specifiedbeneficiary 
ofanngrruneot WITHTHEDIVISIONOFMEDICALASSISTANCECONCERNINGINTERGOVERNMENTAL 
TRANSFER asdcfdin FEDERALregulationsGOVERNINGstarefinancial participation 
as a condition of FEDERAL REIMBURSEMENT to the Medicaid program for this 
disproportionueshaFedjusrment; 
4. 	 ~booph. lmw~~~ofmappmpia t ionr rqu i r ing8 .~ent i ty tomake  
an intERgovERnmental fundsTRANSFER and. 
5. Tbspubl&~tyobligdadtomakcminmlpvaamenul~traf&ferdasinfact 
meet its obligation m sCCOCdPD[r with tbe agrement refereweci in 114.1 CMR 
36.070(8)3. 

@) The Divisionerrlcul.tcsUIADJUSTMENTfor eligible HospitAls. This 
Bdjunmwiwill~~yYrelatedto~costf,vohmw;orproportioaofrervicerprovided 

willequrlrhermouirtofAmdslqKldfiedinmrgntmmtbetweea~DivisiwofMedicpl 
M idtbd v m t  goVERnmENTAl unit This disproportionatesham adjustment is 

t o p a r t i e n t s ~ ~ ~ f o t m e d i a l ~ u n d e r r i t l e ~ ~ t o l o w - i a o o m c r p a t i e s l t s , a n d  

subject totheavailabiity ofFEDERAL FINANCIAL participation. 

Services at HOSPITALS that DoNot Contract with the 
Pivision of Med ica l s t ance  

(1) Overview. 114.1 CMR 36.08 establishesr a t s  of payment to ACUTE carthospitals who have 
not signed a contractwiththeDivision of Medical Mice. Rates of payment for all 
emergency services and continuing emergency CAREprovided in an acute hospital to medical 
assistance program recipients. including examinationor treatment for an emergency medical 
conditionor active labor in womenor any othercare r e n d 4  to theextent r~quiredby 42 USC 
1395(dd). are as follows. 
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11.01: 
11.02: 
11.03: 
11.04: 
11.05: 
11.06: 
11.07: 

! 

tvRevenuES. AmomtspaidbyHospitalsintothcUncom~CanTrust 
Fund pursuantto St 1991. c.495.5 56. 

Cost to CHARGE RATIO A PERCENTAGE used to reduce Uncompensatad CARE Charges to costs, 
calculated pursuantto 114.6 CMR 11.04(4). 

~ s ~ m ~ x t i o n a t eShare HosPital. A Hospital which SERVES a disproportionate share of low 
income paticnu and which meets the criteriaset forth in 114.1 CMR 36.06.. 
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114.6 C M R :  DIVISION OF HEALTH CARE FINANCE AND POLICY 
MEDICAL SECURITY BUREAU 

11.02: continued 

Division. The Division of Health CARE Financeand Policy establishedunder M.G.L c. 118G 
or its designated agent 

EMERGENCY Bad Debt The amount of uncollectible debt for EMERGENCY services which meets 
thecriteriaset f d  in 114.6 CMR 10.00. 

Guarantor. A penon orgroup of persons who assures the responsibility ofpayment for all  or 
part of a Hospital's or communityHealth Center'sChargefor services. 
-. AnacuteHospitallicensedumkrMGLc.111,~5landtheteachingHospitalofthe
UNIVERSITY Of MaSSAchuseTts Medical School. which contains a majority of mEdical-surgical, 
pediatric.obstetric and maternitybeds,asdefinedby the DEPARTment of Public Health. 

HOSPITAL services. Scrviceslistedon a Hospital's license by the DEPARTMENTof PUBLICHealth. 

a- A payment made by an entity licensed or approved under U G L  c.175. 
~ . 1 7 6 A , c . 1 7 6 B , c . 1 7 6 G . o r c . 1 7 6 I t o a g r o u p o f p r o v i d e r s . i g o ~ o r ~ ~ ~ h ~  
acute care Hospitals or Ambulatory Surgical Centers. which then forward the payment to 
member Hospitals or Ambulatory Surgical Centen; or a payment made to an individual to 
rcimburst himorher for a payment made to a Hospital or Ambulatory Surgical Center. 

PAYMENT A check, draft orother paper instrumens an electronic fund TRANSFERor any order, 
instruction. or authorization to a financial institution todebit OM accOunt and credit another. 

POOL The Uncompensated CARE Pool established pursuant toM.GL c. 118G, Q 18. 

Private SectorCham-. Gross PatientService Revenues attributabletoall patientsless Gross 
Patient ServiceRevenue attributableto TitlesXVm and XM,othcrpubliclyaidedPATIENTSFree 
Careand baddebt. 



114.6 C M R :  DIVISION OF HEALTH CARE FINANCE AND POLICY 
MEDICAL SECURITY BUREAU 

11.02:continued 

Public ServiceHOSPITAL Any public Hospitalor any acute Hospital operating pursuant toSt 
1995,c 147, whicbhas a private sector payer mix that constitutes less than 25% of its Gross 
Patient SERVICE Revenue (GPSR) and whereUncompensatadCartcomprises monthan2096 of 
its GPSR 

SPECIALTY HOSPITAL An acute Hospital QUALIFYING as exempt from the Medican prospective 
payment system REGULATIONS or any acute HosptaL which Limits its admissionsto patients under 
active diagnosis and treatment of eyes, ears.nose and h a t  or to children or patients under 
OBSTETRICAL care. 

SURCHARGE Pam. An individual or entity that 
(a) malres payments for the purchase of health &HoSpital SERVICES and AMBULATORY 
SURGICALcenterservices; and 
0 meets &e criteria set forth 114.6 CMR 1l.OS(l)(a). 

PERCENTAGE The percentage Bssesscd on certain pAyments to Hospitalsand 
Ambulatory Surgical Centen determinedpursuant to 114.6CMR 11.05(2). 

Y 

' 	 (1) w.Each Hospital. Community Health Center,Surcharge Payer and Ambulatory 
Surgical Center shall 6kormakc available informationwhichisrapidorwhichtheDivision 

reasonably naxssaq for implEMEntaTion of 114.6 CMR 11.00. 
(a) DUEDATE For any FILING REQUIREMENTwithaut aspecifiedtimefor FILING the submission 
is due 15 days from the date of the REQUEST of theDivision. Tbc Division may, for cause, 
extend the filing date. Any q u e s t  for an extensionmust bemad&in writing and submitted 
to the Divisionin advance of the filingDATE 
@) Patient Level Data Hospitals and Community Health Chtcrs must makc 
UncompunatcdCarePool patient level data available totheDivisionupon request. These 
patient level data include butare not limited to cost data, patient diagnoses and types of 
uncompensatedservicesprovided. patientdemographics,write-off amounts,unique patient 
identifiers.andothersuchdatathatenabletheDivisiontoconductanalyses.verify eligibiLity, 
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114.6 CMR:DIVSION OFHEALTH CARE FINANCE AND POLICY 
MEDICAL SECURITY B m A U  

11.03: continued 

(c) u t The Division mayaudit data submitted undu 114.6CMR 11.03 to ensure 
accuracy. The Division mayadjust reportedFree CARE to reflectaudit findings. 

(2) HOSPITAL 
(a) UCFonn. EachHospitalmostsubmltaDHCFPUC-Formmondrlywi~45daysafter 
theendofthereportingpuiod.
0)MONTHLYREPORT EachHospitalmustreportmonthlytotheDivisioathe~amount 
O f ~ � i 3 r s w i c e s ~ ~ a t c h I n s t i t u t i w a i P a ~ w h i c h d o e s n o t P p p e a r a n t b e  

,RegistaedppYaIist. Hospitalsmustakorcportmmthlyt&totaiaumnmtofpaymm 
recaived~IndividualPayenwhasepaymenrs~subjacttothesmchargeand~ 
srpchargeamomrtpaid Hwpitalsmustrcportthesedatainanelecbonicformafspecified 
bytheDivision. Hospitalsmustsubmitthesedarabyt&firstbusinessdayofthe~ 
month followingthe month daring which the payment was received For example. data 
regardiagprymenodvedinJ~shallbedueoaMerch1. 
(c) @g@& REPORT Eedr Hospital must report totalPAYMENTS made by Institutional 
SurchargePayersfornportingperodsspecifiedbytheDivisioninaformatspecifiedbythe 
Division. 

(d) ANNUAL Report Each Hospital must REPORT ANNUALLY totheDivisionthe totalamount of 

payments nceindfromeachSurchargePayer. TheDivisionmay waive REPORTINGon payers 

whose paymentsto theHospital donotmcct a threshold amountestablishedby theDivision. 

Hospitals mustreport thestdata in an electronic format specified bytheDivision. 

(e) PENALTIES The Division may deny reimbursementfor Free CARE to any Hospital which 

fails to comply with thereportingREQUIREMENTSof 114.6 CMR 11.00 until such Hospital 

complies withtbe requirements. The Division will notify such Hospital of its intention to 

withhold reimbursement. 


(3) CommunitYHealthCenters. 

within 45days after tht last day of thedesignated reportingperiod.
0)Each COMMUNITY Health centermusc upon REQUEST provide theDivision with patient 
account records and relatedreports asset forth in 114.6CMR 11.03( I)@). 
(c) PENALTIES The Division may deny reimbursement for FREE Care to any Community 
HEalth CENTER which failsto comply withthe repOmng REQUIREMENTSof 114.6CMR 11-00 
until such communityHealth center complies with the REquirEmENts. The Division will 
notify CommunityHealth CENTER of its intentionto withhold rchbuncment. 

(4) SURCHARGEPAYERS 
(a) bawiQmlPavas.

1. &mud Except for non-United States National INSURERESwith less than ten 
paymmtspaycarinthapriotdaeeyeanto~HospitlllsandlorAmbalatoay 
SUKgi~ceatas,eachIDSti~payermUStSUbmit~urnual~tOtheDiViSiOn. 

This REPORT must contain data rqarding its payments to Hospitals and Ambulatory 
S u r g i c p l c c n t a s i n t h e p r e v i o p s ~ , ~ e x a n p t ~ ~ , d ~ t s  
madeforover- or under-payments ofthe SURCHARGE a d any otherinfomationnecess~~y 
to~culatcthcsurchargeamormtowedThesedatamnstbesubmiaedinanelechpnic 
format specified by theDivision. 
2. MONTHLYREPORT IftheDivisiondct~thatthcrcisam'aterialcebetwccn 
prior suzcharge paymentsor projected surcharge payments, theDivision may quirea 
Surcharge PAYER to submit monthly reports ofpayments to Hospitals and Ambulatory
surgical centers. 

(b) Third Party Administrators. 
1. MonthlY REPORT A Surcharge Payer that is a Third Party Administrator and that 
makes paymentsto Hospitalsand Ambulatory SurgicalCentas onbehalfofone or more 
INSURANCE carriers must filea monthly report with the Division. Thereportshall include 
the surcharge amounts that the Third Party Administrator paid on behalf of each 
insurancecarrier,and on behalf of all  its self-insured clients combined.The reportshall 
be in an electronic format specif& by the Division. 

1oI29m 



114.6 CMR: DIVISION OFHEALTH CARE FINANCE AND POLICY 
MEDICAL SECURITY BUREAU 

1 1.03: continued 

(9	
(a) MONTHLY EachAmbulatorySurgicalCentermustwmonthlytotbeDivision 
thetotalamountofpaymnatsforservicesreceived~m~~~paYerrwhich 
donotappearon theRcgistaedPayerList AmbulatoRySUrgicalcentERsmustalsoreport
monthlythetotalam~tofpaymentsre#indfromIndividaal~whosepaymntsare 
subjccttothesurchgeandthesurcharge~ountpaidTherepoltshallbeinanelectronc 
format specified by the Division. Ambulatory Surgicalcentersmust submit thesedata by 
the FIRST bushes day ofthe second month followingthe month during which thepayment 
was dved.For exampk, data regarding PAYMENTS &vcdin January is due to the 
Division on March 1. 
(b) QUARTERLYREPORT Each Ambulatory Surgical Center must repon total payments made 
byInstihltio~SurchargePayersduringeachquarteroftheElscalYearinaformatspecified 
by the Division. 
(c) ANNUAL REPORT Each AmbulatorySurgical Centermast report annuallytotheDivision 
the total amount of payments rcctivodfrom SURCHARGE Payus. The Division may waive 
~ ~ o n p a y t r s w h o s e p a y m m t s t o t h e A m b u l a t o r y S ~ ~ C c n t a d o n o t m e e t a  
threJeod amount AmbulatoRY Surgical Centers must report those data in an ELECTRONIC 
format specified by the Division 
(d) PENALTIES An AmbulatorySurgicalCenterthat howingly fails tofilewith the Division 
any data required by1 14.6 CMR 11.03 or knowingly fplsifiesthe same shall be subject to 
a $500.00 tine. 

(1) Revenue Available forPAYMENTSto HOSPITALSfor Free Care. 
(a) AvailableREVENUE for each Fiscal Yearconsisbof: 

1. REVENUESproducedby HospitalASSESSMETNS prder 114.6 CMR 11.04 
2. 	 rcva1ucsproduccdbythe~CuePodSurchargeanda114.6CMR 
11.05, 
3. sPpplemnta l funding~of~Compl iaaceLiab i l i tyRcvcnucs ;and  
4. 	 statcappmptiationsoffcdaalfinandal~frmdsaodanyotbaa~le. .  and 
5. forFY 98, supplemental funding shaU consist of $4 million mnsfmed from 
COMPLIANCE LIABILITY Revenues. 

(b) Availrble revenueis-reduced by: 
1. ~ ~ t o c o m m u n i t y H e a l t h C e n ~ r m d a 1 1 4 . 6 ( 3 M R 1 1 . 0 6 ;  
2. amounts withheld as RESERVES for contingencies; 
3. expenses for administrationof thePod AUTHORIZED by M.GL c. 118G 
4. demonstration PROJECTS authorizedunderM G L  c 118G. 5 18(d) 
5. expenses for managed care con!racts or INTERAGENCY SERVICE agreementsto provide 
services to INDIVIDUALSeligible for free cartas authorid by M.G.L. c. 118G. 6 Mu).

(c) Supplemental funding is the primary source of funding for FREE Care to Community 
Health centen.If this funding source is INSUFFICEIENTthenrevenue provided throughother 
sources will be made available. Any supplemental funding runaining after payments to 
Community Health Centers willbe made available forother Pool purposes. 
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114.6 CMR. DIVISION OFHEALTH CAREFINANCE AND POLICY 
MEDICAL SECURITY BUREAU 

11-04:continued 

(d) For thepurpose ofdemonstration projects. the Divisionmay contract with health care 
delivery or MANAGEMENT organizationsor enter interagency service AGREEMENTS with the 
Division of Medical Assistance or tbe Department of Public Health for contracts. w i t h  
managedhcalthcarrproviderstodeliverservicest0individualseli~~~farFreecaFe.The 

wpendituresforsuchcontractsshaUnotexceed5,ooO.ooOdollarsinioFy1998~ghFy 
2002. 

1. For FiscalYears 1998 thmugh 2002. payments far demostdon projects will 
inciuaethe~PmjcctinNorthAdaarsandtheHampshireHealthAccessRojact 

' 	 , .inHsmpdonto~iminsrntdandanderinsmedindivictualsawifamilieswithhcalthcarc 

PROVIDERSWILLINGTOTREATSUCHPERSONSATREDUCEDORNOCOSTS,INAMOUNTSDETERMINEDY 
thegmaalcomt . 
2. For FISCAL Years 1998 to #102,inclative,the Division shaU ALLOCATE $2,ooO,OOO 
annually for aMASSACHUSETTS FISHERMAN’S partnERship. Inc.Demonseation project. 

(e) For FY 2000, supplemental funding shall consist of $15 million transferred from 
complianceIiabiityrevenue. 

. ..
(2) GrossLIABILITY to the Pool. A Hospital's gross liabilityto the UNCOMPENSATED Care pool * 

is theproductof (a) theratioof its PrivateSectorchargesto aUHospitals' Private SectorCharges 
and (b) total HospitalLIABILITY to the UNCOMPENSATED Care pool asdetermined by the General 
court FOREACHFISCALYear. 

(3) Gross LiabilitY to Hospitals. The Uncompensated CarePool's gross liability to a Hispid 
is determined bythe followingcalculation: 

TotalFreecarE Charges (a) 
x Cost to Cham Ratio cbl-- Allowable FREE Care Costs . (c) 

-. 	 - SHORTFALL ALLOCATION Amount (dl-- PoolLiabilitytoHospitals (e) 

(a) Hospital Free Care Charges are based on the Uncompensated CareCharges filed with 

theDivision in atxordancc with 114.6 CMR 11.03. 

(b) The Cost toChargeRatio iscalculated in accordance with 114.6 CMR 11.04(4). 

(c) Allowable Free Care Costsare the product of total Fret CareCharges and theCost to 

CHARGERATION 

(d) The ShortfallAmount to be allocated is calculated in the following MANNER 


1. detaminetheratioofaHospieal'stotalpetientcareowtstothesumofallHospitals 
patientcaREcosts; 
2 multiply theratio m 114.6 CMR 11.0q3Xa) by the SHORTFALL -c 
3. Iftbe~amnmtin114.6CMRll.04(3Xa)2isgreaterthanaHospital's
ALLOWABLE FREECARECOSTSTHENTHESHORTFALL ALLOCATINWILLBELIMITEDTOAHOSPITAL’S 
ALLOWABLEFREECARECOSTS 

(e) ThePool'sgrwsliabilitytoeschHospitalisequaltotheHospital'sAllowableFreeCare
CO S U l e s S t h e s h o r t f a l l a l l o c a t i o n a m o u n t  

(4) calculationofthe Cost to CHARGERATIO The Division shallcalculatefor each Hospitala 
CosttoChnrgeRatiousedtodetamine~Pool'sliabilitytotheHospitalTbeCosttoChargc 
Ratio is thesumof eachHospital's inpatient reawnablecostsand actualoutpatientcosts.divided 
by the Hospital's OrossPatiant Service Revenues. 

(a) Data S o w .  The Divisionwill obtaincost and charge information, including capital 
cost, malpractice data and organ acquisition costs, from the DHCFP-403 Report. The 
Division wiU review the DHCFP-403 Cost Report to ensure that the costs and Charges 
reported on the DHCFP-403 Report reconcile with those reported on audited financial 
statements. and are me. accurate, and complete. .For purposes of calculating case-mix 
indices, theDivision willuscthemergcd billing and case-mix information filed pursuant to 
114.1 CMR 17.00. 
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Reasonablecomparabk costs 
+ Reasonablecapitalexpense
+ Direct MEDICAL education expense
+ malpractice ex^
+ Organ ACQUISTION expense
+ Hospital-basedphysician salaries 
+ Adjustment for inpAtient FreeCare provided by physicians. if applicable
+ Adjustment for undocumentable FREECare,if applicable 

Thecalculationofrwonabltcomparablecostsissetforthin114.6CMR 11.04(4)(c)l. 
The calculation of reasonable capital expense is set forth in 114.6 CMR 11.04(4)(~)2. 
Theadjustmntforin~FreeCareprovidedbyphysiciansissetf~in114.6CMR . . 

11.04(4)(~)3. The adjustment for u n m @ l e  Free Care is set foah in 114.6 CMR 
11.04$4)(~)4. 

1. m n a b l e  Cornmuable Cos&. The Division will use an EFFICIENCY standard to 
detamine reasonable comparable costs. F b s o d A c  comparable COSTS qual the 
efficiency standard for Hospitalswhose inpatient costscxdthe efficiency standard 
described below. Rearonable costswillequalactual costsfor Hospitalswhose costs do 
noturceedthecfficicncystandard.SpccialtyHo6pitals,sOleCommunityHospitals,and 
pU~SaviceHospitalswillnotbesubjecttotbee~srandardTbeDivisionwill 
calculatetheefficiency standard as follows: 

a FIRST the Division will dctumim comparable coats by SUBSTRACTING non­
comparablecosts~mtotalinpatientcosts.Noncomparbleoostsarc:cspital,direct 
medical education, malpractice. organ ACQUISTITION costs, and Hospital-based 
P h y s i c i a n s a l a r i e s - T h e ~ l ~ a n d s p e c i f i c d r e a s a u a j u s e d t o c  
non-comparablecostswillbedittributtdtoHoapitals. 


Compablecosts = Totalinpatientcosts 
- capitalcoST -	 DkUMedicaleducationcaSt 

MALPRACTICE COST 
- ORGANACQUISITIONCOST 
- Hospital-baSedphysician salaries 

b. Second. theDivision willdeterminecompambk costs per dischargeby dividing 
the comparable costs by total diSCharges. 

Comparable costper discharge = total c o m d l e  costs 
total discharges 
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. REasonableadjustedcostpErdischargE = EfficiRlcystandard 
2- x wageareaindex 

x CASEMIXINDEX 

Reasonablecomparable casts = Reasonable adj. cost per discharge 
x totaldischarges 
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standard will be phased-in over a five year period in order to enable Hospitals to 
make newsaryadjustments. As a result, 20% of excesscosts willbedisallowed in 
F Y 9 3 . w  of costs willbedisallowedinm94.and60%of costswill bedisallowed 
in FY95,and 80% of wass costs will bedisallowed inFW6, and 10096of excess 
costswillbedisallowcdinFy97andforward. 

Sole Community Hospitals. Specialty Hospitals, and Public Seavia Hospitals 
willbewdudcdhmthiscalcalation. 
6 EachHospital'sca#-mixad~tcdcapitalEostpcrdischargcdetaminedin 
114.6 CMR 11.04(4Xc)2b. is then ComPgIcd to thecase-mix adjllstsacapital costs 
limit (CMCCL)calculated m 114.6CMR 11.04(4)(c)2.c.. 
e. ~HojpitalswtKlseowncaJe-mixadjdcapitalcostperdischargcis~than 
or~to theQHCCL,rerwmable~ta lcos tpad i schagebeq~to the  
HospiEal'~tctualltdjusted~i~coatperdischargemaltipliedbythtHospital's~­
mixinhex. 

ForHospitals whoae'ownCASE-MIXadjustedcapital costper discharge ismer 
thenthe~C~theFY93~lecapiealcostpcsdiscbageisaqualtothe 
produaofa)thesumofthecMCcLand8o4boftheucessabovetbecMccL,aod 
b)theHospital'scase-mixindex. ForFY94,thereasonaMecapital~tpcrdischargc 
isq~totheproductofa)thesumofthecM~and609bofthewcessabovethe 
CMCCL, andb)theHospital's case-mix index. ForFY95.thereasolrable capitalcost 
perdischargeiscqualtotheproductofa)thesumoftheCMCCLand~%ofthe 
excess above the CMCCL, and b) the Hospital's case-mix index. For FY96,the 
reasonable capital cost pcr discharge is equal to the product ofa) the sum of the 
c M c ( 3 L a n d ~ o f ~ w r c e s s a b o v e t h e ~ C ~ a n d b ) t h e H o 6 p i t a l ' s ~ m i x  
index. ForFY97andforwardthereasanablecapitalcostpudischilrgeisequalto 
thePRODUCT of a) theCMCCL,and b) theHospital's casE-mix index. . 
f. IheDivisionwill detaminereasonableinpatient capitalcostsbymultiplying the 

5.rcBsoIlpble capital costper discharge calculated in 114.6 CMR 11.04(4Xc)2.e. by
totaldischarges.

For Sole Community Hospitals,SpecialtyHospitals, and Public Service 
Hospitals,msonable inpatientcapital COSTS equal actual inpatient capitalcosts. . .3. ALLOWANCE for FREE Care Provided bv PHYSICIANS. The Division will increase the 

reasonablecosts of sualifyingDispropomonateShareHospitals to include anallowance 
for FREECareprovided by physiciaNs. 

a TheDivision will allocate $2,SOO,ooOforthisallowance. 
b. 	 The Division willcalculatethe ratio of dowable Free Cart Charges to total 
CHARGESFORALLDISPROPORTIONATESHAREHOSPITALS ForpaiodspriortoJuly1.1996. 
t h e W o n ~ i l l u s c a l l o w a ~ e ~ r e e ~ a nchargc&tafromrbeDqaxtmcntof 
~secrrrity~.ForperiodsaftarJaly1.1996,theDivisionwilluse 

allowrbleFreeCarechargedata~mtheDHCFPUCform.TbeDivisionwill 

c. TbsDivisionwilltben~theeligibleH~6mmhigbesttolowestbythe 
~ofsllowabkFrsecaretototal(3hargebTheDi~willdebrmiaethc75th
PERCENTILE of the rankedHospitals. 
d. ForFy95andthaeafter.Hospitalswhichme4arexceedthe75thpaantilcwill 
qualifytoreceivetheallowanceforFneCarepROvidEdbyphysiCIANS 
e. 	 The Division will multiply each qwlifying Hospital's allowableFREE Care 
ChargcsbyaCosttoChargeRatiotodearmineWo~leFreeCareCosts. 

i. BeginningwiththeFY94F~CosttoCharge~o.theAUowableFreeCare 
costswillbebasedondatafromtwoyurrsprior.TbeDivisionwillmultiplycach 
qualifying Hospital's allowableFreeCareCharges prior bytheHospital's most 
recentlycalculatedprior year cost to charge Ratio. 
ii. Beginningwith theFY95 InterimCost to Charge Ratio,the Allowable Free 
Care Costs will be based on data from threc years prior. The Division will 
multiply each qualifying Hospital's Free Care CHARGESby the Hospital's most 
rcccnriy calculatedtwo yearprior Cost to charge Ratio. 
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